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the auditor must meet the independ-
ence standard as enumerated by the
General Accounting Office and Amer-
ican Institute of Certified Public Ac-
countants. The Office of the Inspector
General may arrange for an EPA audit
if the State fails to conduct the audit
or if the State’s review is otherwise un-
satisfactory.

(3) The audit report required under
section 606(b) must contain an opinion
on the financial statements of the SRF
and its internal controls, and a report
on compliance with title VI.

(4) The audit report must be com-
pleted within one year of the end of the
appropriate accounting period and sub-
mitted to the Office of the Inspector
General within 30 days of completion.
In cases of State conducted audits, the
State will be notified within 90 days as
to the acceptability of the audit report
and its findings. Audits may be done in
conjunction with the Single Audit Act.

(Approved by the Office of Management and
Budget under control number 2040-0118)

§35.3170 Corrective action.

(a) Causes. If the RA determines that
the State has not complied with re-
quirements under title VI, the RA will
notify the State of such noncompliance
and prescribe the necessary corrective
action. Failure to satisfy the terms of
the capitalization grant agreement, in-
cluding unmet conditions or assurances
or invalid certifications, is grounds for
a finding of noncompliance. In addi-
tion, if the State does not manage the
SRF in a financially sound manner
(e.g. allows consistent and substantial
failures of loan repayments), the RA
may take corrective action as provided
under this section.

(b) RA’s course of action. In making a
determination of noncompliance with
the capitalization grant agreement and
devising the corrective action, the RA
will identify the nature and cause of
the problems. The State’s corrective
action must remedy the specific in-
stance of noncompliance and adjust
program management to avoid non-
compliance in the future.

(c) Consequences for failure to take cor-
rective action. If within 60 days of re-
ceipt of the noncompliance notice, a
State fails to take the necessary ac-
tions to obtain the results required by

Pt. 35, Subpt. K, App. A

the RA, or to provide an acceptable
plan to achieve the results required,
the RA shall withhold payments to the
SRF until the State has taken accept-
able actions. If the State fails to take
the necessary corrective action deemed
adequate by the RA within twelve
months of receipt of the original no-
tice, any withheld payments shall be
deobligated and reallotted to other
States.

(d) Releasing payments. Once the
State has taken the corrective action
deemed necessary and adequate by the
RA, the withheld payments will be re-
leased and scheduled payments will re-
commence.

APPENDIX A TO SUBPART K OF PART 35—
CRITERIA FOR EVALUATING A
STATE’S PROPOSED NEPA-LIKE
PROCESS

The following criteria will be used by the
RA to evaluate a proposed SERP.

(A) Legal foundation. Adequate documenta-
tion of the legal authority, including legisla-
tion, regulations or executive orders and/or
Attorney General certification that author-
ity exists.

(B) Interdisciplinary approach. The avail-
ability of expertise either in-house or other-
wise accessible to the State Agency.

(C) Decision documentation. A description of
a documentation process adequate to explain
the basis for decisions to the public.

(D) Public notice and participation. A de-
scription of the process, including routes of
publication (e.g., local newspapers and
project mailing list), and use of established
State legal notification systems for notices
of intent, and criteria for determining
whether a public hearing is required. The
adequacy of a rationale where the comment
period differs from that under NEPA and is
inconsistent with other State review periods.

(E) Consider alternatives. The extent to
which the SERP will adequately consider:

(1) Designation of a study area comparable
to the final system;

(2) A range of feasible alternatives, includ-
ing the no action alternative;

(3) Direct and indirect impacts;

(4) Present and future conditions;

(5) Land use and other social parameters
including recreation and open-space consid-
erations;

(6) Consistency with population projections
used to develop State implementation plans
under the Clean Air Act;

(7) Cumulative impacts including antici-
pated community growth (residential, com-
mercial, institutional and industrial) within
the project study area; and
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§35.3500

(8) Other anticipated public works projects
including coordination with such projects.

Subpart L—Drinking Water State
Revolving Funds

AUTHORITY: Section 1452 of the Safe Drink-
ing Water Act, as amended, 42 U.S.C. 300j-12.

SOURCE: 656 FR 48299, Aug. 7, 2000, unless
otherwise noted.

§35.3500 Purpose, policy, and applica-
bility.

(a) This subpart codifies and imple-
ments requirements for the national
Drinking Water State Revolving Fund
program under section 1452 of the Safe
Drinking Water Act, as amended in
1996. It applies to States (i.e., each of
the 50 States and the Commonwealth of
Puerto Rico) which receive capitaliza-
tion grants and are authorized to es-
tablish a Fund under section 1452. The
purpose of this subpart is to ensure
that each State’s program is designed
and operated in such a manner as to
further the public health protection ob-
jectives of the Safe Drinking Water
Act, promote the efficient use of all
funds, and ensure that the Fund corpus
is available in perpetuity for providing
financial assistance to public water
systems.

(b) This subpart supplements section
1452 of the Safe Drinking Water Act by
codifying statutory and program re-
quirements that were published in the
Final Guidelines for the Drinking
Water State Revolving Fund program
(EPA 816-R-97-005) signed by the As-
sistant Administrator for Water on
February 28, 1997, as well as in subse-
quent policies. This subpart also sup-
plements general grant regulations at
40 CFR part 31 which contain adminis-
trative requirements that apply to gov-
ernmental recipients of Environmental
Protection Agency (EPA) grants and
subgrants. EPA will not impose addi-
tional major program requirements
without providing an opportunity for
affected parties to comment.

(c) EPA intends to implement the na-
tional Drinking Water State Revolving
Fund program in a manner that pre-
serves for States a high degree of flexi-
bility to operate their programs in ac-
cordance with each State’s unique
needs and circumstances. To the max-
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imum extent practicable, EPA also in-
tends to administer the financial as-
pects of the national Drinking Water
State Revolving Fund program in a
manner that is consistent with the
policies and procedures of the national
Clean Water State Revolving Fund pro-
gram established under Title VI of the
Clean Water Act, as amended, 33 U.S.C.
1381-1387.

§35.3505 Definitions.

The following definitions apply to
terms used in this subpart:

Act. The Safe Drinking Water Act
(Public Law 93-523), as amended in 1996
(Public Law 104-182). 42 U.S.C. 300f et
seq.

Administrator. The Administrator of
the EPA or an authorized representa-
tive.

Allotment. Amount available to a
State from funds appropriated by Con-
gress to carry out section 1452 of the
Act.

Automated Clearing House (ACH). A
Federal payment mechanism that
transfers cash to recipients of Federal
assistance using electronic transfers
from the Treasury through the Federal
Reserve System.

Binding commitment. A legal obliga-
tion by the State to an assistance re-
cipient that defines the terms for as-
sistance from the Fund.

Capitalization grant. An award by
EPA of funds to a State for purposes of
capitalizing that State’s Fund and for
other purposes authorized in section
1452 of the Act.

Cash draw. The transfer of cash from
the Treasury through the ACH to the
DWSRF program. Upon a State’s re-
quest for a cash draw, the Treasury
will transfer funds to the DWSRF pro-
gram account established in the
State’s bank.

CWSRF program. Each State’s clean
water state revolving fund program au-
thorized under Title VI of the Clean
Water Act, as amended, 33 U.S.C. 1381-
13817.

Disadvantaged community. The entire
service area of a public water system
that meets affordability criteria estab-
lished by the State after public review
and comment.
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